IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVANI A

LAWRENCE M CHAELS
Plaintiff, : ClVIL ACTI ON
vs. : NO. 04- CV- 3250

THE EQUI TABLE LI FE ASSURANCE
SCCI ETY OF THE UNI TED STATES :
EMPLOYEES, MANAGERS, AND AGENTS :
LONG TERM DI SABI LI TY PLAN

and
AXA FI NANCI AL, | NC.

Def endant s

MEMORANDUM AND ORDER
JOYNER, J. June 20, 2005

This disability benefits case is now before the Court for
resolution of Cross-Mtions for Summary Judgnment. For the
reasons which follow, both Mtions are deni ed.

Fact ual Backgr ound

In early July 1997, Lawence M chaels was a healthy 51 year-
old, enployed as a tax attorney with Edwards & Angel |, LLP.
(Plaintiff’s Statenment of Material Facts, § 5). On July 12,

1997, Mchaels suffered a horseback riding accident. (l1d.) As a
result of that accident, Mchaels sustained a fracture of his
left femur. (l1d.) Mchaels imedi ately underwent surgery to
repair the fracture, and a fenoral rod was inserted into his |eft
leg. (ld.) After five days of hospitalization, Mchaels

returned to his hone and began treatnent with Dr. Eric Katz, an



ort hopaedi ¢ surgeon. (ld. at § 6). Mchaels continued treatnent
with Dr. Katz, due to ongoing pain in his leg and hip. (Ld.) As
a result of Mchaels physical inpairnents, he could not perform
the duties of his occupation. (ld. at 7). Consequently,

M chael s was term nated fromhis enpl oynent at Edwards & Angel

in 1998. (ld.) Also in 1998, Mchaels began treatnent for
depression with psychiatrist Aaron Tessler, MD. (ld. at § 12).

In January 1999, M chael s began working at the Equitable
Life Assurance Society of the United States (“Equitable”). (Ld.
at 1 8. As an enployee, Mchaels was a participant in the
Equi tabl e Life Assurance Society of the United States Enpl oyees,
Managers and Agents Long-Term Disability Plan (“Plan”). (1d.)

M chael s ceased working on May 25, 1999 due to continuing pain in
his left hip and difficulty wth anbulation. (lLd. at T 9).

In May 1999, Aetna approved M chaels for short-term
disability benefits fromEquitable. (ld. at § 19). In Novenber
1999, he was further approved by Aetna and began receiving | ong-
termdisability benefits under the Plan. (1d.) M chaels’

di sability benefits through Equitable continued until he was
notified by letter that his benefits were being term nated,
effective May 26, 2001. (ld. at § 20). The letter stated that

M chael s’ benefits were being term nated because “[w] hen your
disability is the result of a nental/nervous condition as defined
by the policy, benefits are limted to 24 nonths of a certified

di sability, unless hospital confined.” (ld.)
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By letter fromhis attorney dated July 16, 2001, M chaels

appeal ed the decision to termnate his benefits. (ld. {1 22).
M chael s’ appeal was based on the assertion that his disability
did not arise froma nmental condition, but rather resulted from
his physical injuries. (lLd.) Despite Mchaels’ objections,
Aet na deni ed his appeal, upholding its original decision to
termnate his long-termdisability benefits. (ld. at | 28).

In Count | of his Conplaint, Mchaels alleges that, by
refusing to provide himwth |long-termdisability benefits since
May 2001, the Plan violated both its terns and the Enpl oyee
Retirement Inconme Security Act of 1974 (“ERI SA’) (Conpl., T 16).
M chael s further alleges in Count Il that Equitable’ s parent
conpany, AXA Financial, breached its fiduciary duty by neither
informng himthat its disability decision would be based on
whet her he coul d perform “any occupation,” nor providing himwth
the opportunity to submt information pertinent to that standard.
(Id. at 9 21). For their part, Defendants assert that the
decision to termnate M chaels’ benefits was supported by
substantial evidence in the adm nistrative record and did not
constitute an abuse of the Plan Adm nistrator’s discretion.
(Ans., p.4).

St andards Governi ng Sunmary Judgnment ©Moti ons

In deciding a notion for summary judgnent under Fed.R Civ.P.
56(c), a court nust determ ne “whether there is a genuine issue
of material fact and, if not, whether the noving party is
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entitled to judgnent as a matter of law.” Medical Protective Co.

v. Watkins, 198 F.3d 100, 103 (3d G r. 1999) (internal citation

omtted). Indeed, Rule 56(c) provides that sunmary judgnment is

properly rendered:
[1]f the pleadings, depositions, answers to interrogatories,
and adm ssions on file, together with the affidavits, if
any, show that there is no genuine issue as to any materi al
fact and that the noving party is entitled to a judgnent as
a matter of law. A summary judgnent, interlocutory in
character, may be rendered on the issue of liability al one
al though there is a genuine issue as to the anount of
damages.

Stated nore succiently, summary judgnent is appropriate only when

it is denonstrated that there is no genuine issue as to any

material fact and that the noving party is entitled to judgnent

as a matter of law. Celotex Corp. v. Catrett, 477 U. S. 317, 322-

32 (1986). An issue of material fact is said to be genuine “if
the evidence is such that a reasonable jury could return a

verdict for the nonnoving party.” Anderson v. Liberty Lobby,

Inc., 477 U. S. 242, 248 (1986).

Di scussi on

A Arbitrary and Capricious Standard of Revi ew
in ERI SA Actions
Under ERI SA, a plan should determ ne benefits eligibility by
providing a “full and fair review of all evidence relating to

the alleged disability. Firestone Tire & Rubber Co. v. Bruch,

489 U. S. 101, 102 (1989). Wiere an ERI SA plan adm nistrator or

fiduciary has been given discretion to determne eligibility for



benefits or to construe the terns of the plan, its decisions are
reviewed under an “arbitrary and capricious” standard. 1d. at
115. The scope of such reviewis “narrow,” and a court may not
“substitute its own judgnent for that of the [adm nistrator] in

determining eligibility for plan benefits.” Mtchell v. Eastman

Kodak Co., 113 F.3d 433, 440 (3d Cr. 1997).
An exception to the “deferential” arbitrary and caprici ous
standard exists where evidence of the admnistrator’s partiality

is present. Doyle v. Nationwide Ins. Co., 240 F. Supp. 2d 328,

336 (E.D. Pa. 2003). Wiere there is evidence of partiality, a
“hei ght ened” standard of arbitrary and capricious reviewis
required. 1d. Courts are particularly willing to apply

hei ght ened scrutiny where there is evidence of procedural

anonmal i es in making benefits determ nations. See Hol zschuh v.

UNUM Life Ins. Co., 2002 W. 1609983 *6 (E.D. Pa. 2002).

Plaintiff in this action argues that a hei ghtened form of
arbitrary and capricious reviewis warranted. Plaintiff’s
assertion is founded upon the factual allegation that Equitable
both funds and adm nisters the Plan. (Plaintiff’s Mdtion for
Summary Judgnent, p.17). Mreover, Plaintiff alleges both
adm nistrator partiality and procedural anomalies in Equitable’s
resolution of Mchaels’ disability application. (ld. at 15, 17).
Def endants, however, argue that a deferential arbitrary and
capricious standard is appropriate. Defendants’ argunent is

supported by the assertion that the Plan is funded by a trust
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fund which is unequivocally restricted to plan uses.

(Defendants’ Mdtion for Summary Judgnent, p.9); See also Pinto v.

Rel i ance Standard Life Ins. Co., 214 F.3d 377, 383 (3d G r. 2000)

(stating that where plan assets are restricted solely to plan
uses, no conflict of interest exists which mght inplicate a nore
exacting standard of review.

Regar dl ess of whether the deferential or heightened version
of the arbitrary and capricious standard is appropriate, several
genui ne issues of material fact exist. Specifically, the
evi dence on several substantive issues is such that a reasonable
jury could return a verdict for either party. Accordingly, this
Court may not properly grant either Plaintiff’s or Defendants’
Motions for Summary Judgnent.

B. Count |I: Termnation of Plaintiff’s ERI SA Benefits

Deci si ons regardi ng several factual issues would inpact the
final determ nation of whether the Plan acted arbitrarily and
capriciously in termnating Plaintiff’s benefits. First, the
parties dispute whether or not the versions of the Plan received
and relied on by Plaintiff incorporated the twenty-four nonth
psychol ogi cal disability limtation. (Conpare Plaintiff’s and
Def endants’ Statenments of Facts, 1 4, 36). Second, the parties
differ as to whether Plaintiff received disability benefits for
physi cal or psychol ogical problens. (l1d. at Y 9, 12). Third,
the parties di sagree about whether the evidence provided by
several healthcare professionals indicates that Plaintiff was
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able to engage in any type of gainful enploynent. (ld. at Y 15,
16, 53, 54). Because this case presents several genuine issues
of material fact relevant to whether the Plan acted arbitrarily
and capriciously in termnating Plaintiff’s benefits, this Court
deni es both Mdtions for Summary Judgnent with respect to Count 1.
C. Count 11: Fiduciary Duty O aim
Def endants further assert that they are entitled to summary
judgnent as a matter of lawin regard to Count Il of Plaintiff’s
Conmpl ai nt, which avers that AXA Financial breached its fiduciary
duty. Defendants argue that Plaintiff fails to state a valid
cl ai m under ERI SA 8502(a)(3) because 8502 solely provides redress
for ERI SA or plan violations, and not breaches of fiduciary duty.
See 29 U S. C. 1332(a)(3). Defendants further allege that no
viol ati ons under ERI SA or the Plan occurred in this case.
Contrary to Defendants’ assertions, one way ERI SA protects
enpl oyee benefits is by setting forth general fiduciary duties

applicable to the managenent of benefit plans. Varity Corp. V.

Howe, 516 U.S. 489, 496 (1996). \Wen interpreting the scope of
fiduciary duties under ERI SA, courts consider both the statutory
| anguage and its underlying purposes, such as enhanced protection
of enpl oyee benefits. [d. at 490. The wording of ERI SA 8502
(a)(3) provides “appropriate equitable relief,” including

i ndi vi dual conpensation for breach of a fiduciary duty. 1d. at
510. Moreover, fiduciary obligations under ERI SA are broad,
rather than nerely limted to “managi ng plan assets.” 1d. at
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511. Accordingly, this Court finds it inappropriate to grant
Def endants’ Motion for Summary Judgnent with respect to Count I
Because a genuine issue of material fact exists in regard to
Count |1, this Court |ikewi se denies Plaintiff’s Mtion for
Summary Judgnent. Specifically, the parties dispute whether AXA
gave Plaintiff an opportunity to submt additional information
pertaining to his alleged disability and ability to engage in
“any occupation.” (Conpare Plaintiff’s and Defendants’
Statenents of Facts, { 51). The factual determ nation of whether
AXA allowed Plaintiff to present evidence is relevant in deciding
if AXA breached its fiduciary obligations. Thus, sunmmary
judgnent is not appropriate with respect to Count 11

An order foll ows.



IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVANI A

LAVWRENCE M CHAELS

Plaintiff, : ClVIL ACTI ON
vs. : NO. 04- CV- 3250

THE EQUI TABLE LI FE ASSURANCE

SOC ETY OF THE UNI TED STATES -

EMPLOYEES, MANAGERS, AND AGENTS :

LONG TERM DI SABI LI TY PLAN :
and

AXA FI NANCI AL, | NG

Def endant s
ORDER

AND NOW this 20th day of June, 2005, upon consideration of
Plaintiff’s Mdtion for Summary Judgnent (Docunent No. 10),
Def endants’ response thereto (Docunment No. 21), Defendant’s
Motion for Summary Judgnent (Docunent No. 19), and Plaintiff’s
response thereto (Docunment No. 20), it is hereby ORDERED t hat

both Mtions are DEN ED

BY THE COURT:

s/J. Curtis Joyner

J. CURTIS JOYNER, J.



